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Arizona Public Service Company Line Extension Tariff Schedule 3; Docket Nos.
E-01345A-05-0816, E-01345A-05-0826, E-01345A-05-0827

Dear Pa rtie s  to the  Docke t:

As  you know, Arizona  Public Se rvice  (APS) recently submitted a  proposa l to trea t Schedule  3
proceeds  a s  revenues  ra the r than Contributions  In Aid of Cons truction (CIAC). I apprecia te  APS
for ra is ing this  issue , and I be lieve  the  Commission should trea t Schedule  3 proceeds in whatever
way maximizes  the ir va lue  to ra tepaye rs . If APS 's  filing in this  ma tte r is  a ccura te , tre a ting
Schedule  3 proceeds  as  CIAC only results  in a  twelve  cent reduction to ra tebase  for every dolla r
brought in. On the  othe r hand, APS 's  proposa l unfortuna te ly appea rs  to a llow APS to cam a
re turn on cus tomer-financed infras tructure .

I concur with Commiss ione r Mayes 's  reques t for additiona l ana lys is  of APS 's  proposa l, and I
write  today to ask tha t the  Parties  a lso consider whe ther a lte rna tive  options  a re  ava ilable . One
option I propose  to be  considered, is  whether the  Commission should trea t Schedule  3 proceeds
as revenues but a ttribute  a  zero (or a  near zero) cost-of-capita l number to those  revenues, thereby
avoiding double -payment for cus tomer-financed infras tructure .

look forwa rd to re vie wing your a na lys is .

S ince re ly,

Gary P ie rce
Commiss ione r
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Chairman Gleason
Commiss ione r Munde ll
Commis s ione r Ha tch-Mille r
Commiss ione r Mayes
De a n Mille r
Ernest Johnson
Chris tophe r Ke e le y
Lyn Fa nne r
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